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Conversion Foundations Present 
Environmental Opportunity 


by Lynn Lohr, Consumers Union 


The conversion of nonprofit 
health care institutions into for- 
profit companies has already 
resulted in the largest transfer of 
charitable assets in history, 
according to a May 1997 New 
York Times article. What’s 
going on in this rapidly changing 
field and what can grantmakers 
interested in the environment and 
environmental health expect from 
this trend? 


In the past decade, hundreds of 
non-profit health care institutions 
— HMOs, health insurers, and 
hospitals — have converted into 
for-profit companies. Each of 
these non-profit health care 
institutions is worth millions, 
sometimes billions, of dollars. 
These conversions have led to the 
establishment of over 80 new 
private charitable “conversion” 
foundations, protecting $9.3 
billion in assets. 


To date, relatively little environ- 


mental health funding has 
been done by the new conver- 
sion foundations. In a few 
cases, new public health 
funding has had an environ- 
mental slant. For example, 
grants have paid for hookups 
to a central water system for 
low income residents depen- 
dent on contaminated wells 
and supported research to 
probe the causes behind a 
higher incidence of breast 
cancer within some communi- 
ties. 


Who controls this transition 
of charitable assets? By being 
a part of discussions concern- 
ing the mission definition and 
board composition of conver- 
sion foundations, environmen- 
tal grantmakers may find new 
partners in long term goals. 
Furthermore, early advocacy 
by foundation leaders and 
ready support of grassroots 
coalitions may greatly in- 
crease the assets funneled into 
new foundations. Strategic 


involvement by environmental 
grantmakers in conversions now 
underway may lead to future 
breakthroughs in funding collabo- 
rations. 


Background 


Generally, when a nonprofit 
converts, federal and virtually all 
state laws require that it dedicate 
the full value of its assets to a 
similar charitable purpose. These 
laws are based on the doctrines of 
charitable trust and cy pres, which 
provide that when a trust can no 
longer fulfill its original charitable 
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mission it must distribute its 
assets to a charitable purpose 
that is as close as possible to 
the trust’s original purpose. 


States and communities that 
have been successful in 
preserving these nonprofit 
charitable assets generally 
have had a high degree of 
public participation and 
technical assistance in the 
transaction process. They’ve 
also had informed and con- 
cerned regulators who worked 
to protect these assets. In the 
most dramatic example to 
date, when Blue Cross of 
California converted from a 
nonprofit to a for-profit 
company, community partici- 
pation had a tremendous 
impact in changing the num- 
ber of dollars set aside for 
charitable purposes from zero 
to $3.2 billion. 


Community Advocates 


The Community Health 
Assets Project is a national 
project which seeks to protect 
nonprofit charitable assets and 
to ensure that community 
health needs are addressed in 
nonprofit to for-profit conver- 
sions. It is a joint effort of 
the West Coast Regional 
Office of Consumers Union 
and Community Catalyst. A 
team of attorneys, health and 


philanthropy policy analysts 
and community education 
specialists works in close 
collaboration with consumer 
and community groups to 
analyze and respond to con- 
version proposals. 


From technical assistance and 
a “conversion manual” to a 
clearinghouse on proposed 
conversions, the project 
enables community groups, 
policymakers and the media 
access to the most recent 
developments in a complex 


“As the board is 
contigured, so goes 
the funding.” 


and fast-evolving field. 
Community Catalyst and 
Consumers Union are pres- 
ently involved in a range of 
conversion transactions in 35 
states. 


Question of Mission 


One of the prickly issues 
surrounding conversion 
foundations is the question of 
broad or narrow definitions 
regarding the use of the 
conversion proceeds. The 
largest of the conversions, the 
Blue Cross and Blue Shield 
transformations, generally 
have resulted in fairly broad 
missions. Different questions 
and distinctions arise as 
hospitals convert and missions 
are crafted for the new chari- 
table trusts that are formed as 
a result. 


Some attorneys general, led 
by California’s, argue that the 
principle of cy pres requires 
a narrow interpretation of 
permissible uses. This inter- 
pretation results in foundation 
funds spent in close approxi- 
mation to the original mission 
of the converting entity and in 
line with the historic uses of 
the assets. For example, in 
the wake of a hospital conver- 
sion, the attorney general 
might dictate that the funds 
“must be limited predomi- 
nantly to providing hospital 
and related medical services.” 
Foundations and some com- 
munity advocates argue, in 
turn, for a more flexible 
interpretation in line with 
dramatic changes in health 
care, delivery systems and 
communities’ modern health 
needs. They might counter- 
propose that “part of the sale 
proceeds be used to fund 
health-related services or 
programs outside of a 
hospital’s door.” Regulators 
(attorneys general and insur- 
ance commissioners) and 
advocates (community and 
foundation leaders) need to 
communicate clearly to assure 
a broader definition of a 
healthy community. 


Board as Key 


As the board is configured, so 
goes the funding. Conversion 
foundation boards sometimes 


replicate the original hospital board. Con- 
sumers Union and Community Catalyst 
strongly advocate that the board of directors 
be a new and independent body representative 
of the community. One endorsed process is to 
have the majority of board members (at least 
75%) named by an independent outside 
authority. The recruitment process for the two 
foundations created as a result of the Blue 
Cross of California conversion was conducted 
by a blend of search firms that provided 
outreach efforts to identify and recruit candi- 
dates who represented the diversity of Califor- 
nia and allowed interested individuals and 
groups who wanted to initiate consideration of 
themselves or other candidates. 


Another way to ensure community input into 
board composition is presently being tested in 
Colorado. At the urging of a community 
coalition, the Colorado Insurance Commis- 
sioner ordered Colorado Blue Cross/Blue 
Shield to establish a Community Advisory 
Committee (CAC) within the new conversion 
foundation now in formation. The CAC will 
be a permanent standing committee in the new 
foundation with the responsibility to nominate 
the initial board of directors and to put for- 
ward nominations for any vacancies in the 
future. The CAC will also work to ensure that 
the board is fulfilling its community outreach 
responsibilities. 


Foundation Role 


Foundations that want to get involved in 
conversions within their communities can 
pursue a range of options: 


=< host a community dialogue and/or 
debate, as the Northern California 
Grantmakers did during the California 
Blue Cross conversion 

=~ fund the administration or publicity 

efforts of community coalitions seek- 

ing to open the process to public 

scrutiny and comment, as the Public 

Welfare Foundation has done 


support efforts to create broad mis- 
sions which would embrace funding 
for environmental health 


sign on to a statement of principles for 
a proposed conversion foundation, as 
many North Carolina foundations have 
done 


seek to become a board member of a 
conversion foundation or encourage 
other environmental health activists to 
seek board membership. 


[For more information contact Lynn Lohr at 
Consumers Union, (415) 431-6747 or 
Deborah Cowan at Community Catalyst, 
(617) 338-6035. ] 


WORKING GROUP UPDATES 


Systemics 


The Systemic Contaminants Working Group convened a meeting to coincide with 
the annual meeting of Grantmakers in Health (GIH) in Los Angeles. While the 
Working Group is interested in all aspects of contaminants in the environment for 
all species, it recognizes the strength of the human health arguments when it comes 
to getting community, political and media attention. GIH members’ growing 
interest in community environmental health was evident in a joint session on 
children’s environmental health, with speakers Dr. Phil Landrigan of Mt. Sinai 
Hospital in New York and J. P. Myers of the W. Alton Jones Foundation. As 
stronger links are forged with this group, working in partnerships with non-CGBD 
and non-environmental grantmakers will be tested. 


The Working Group has a recent sharp interest in conversion foundations (see cover 
article) as possible new partners in community health issues like clean air and 
clean water — again, which benefit all species, even when humans are the primary 
focus. 


The group keeps abreast of late-breaking science via its list serve, with recent focus 
on frog deformities and population declines, as well as stronger data on reproduc- 
tive damage in humans, alligators and other species. 


Marines 


Several Marine Working Group members are working with NGOs to develop a 
strengthened Marine Fish Conservation Network (MFCN). MFCN members are 
preparing a workplan to address activities during implementation of the current 
Magnuson-Stevens Fishery Conservation Act and looking forward to reauthorization. 
In related news, proposals are being developed for regional fisheries advocacy groups 
in both Hawaii and the Caribbean. When these proposals are funded, advocacy 
efforts will exist in all eight regional fishery management councils regions. 


Last year, the Working Group prepared a report on the environmental impacts of 
salmon aquaculture, titled “Salmon Farming: A Briefing Book”. Working through 
the CGBD, three member foundations are funding the preparation of a Spanish 
translation of the report. The initial primary audience for the translated report will be 
environmental groups, community activists and policy leaders in Chile, where salmon 
aquaculture is rapidly expanding. A separate report addressing Chile-specific salmon 
aquaculture issues will be produced in the future. 


Forests 


The Forest Working Group convened a three- 
day “meeting of the whole” on April 18-20 in 
Washington, DC, to discuss public policy issues 
in public and private forest management. In 
addition to hearing from speakers on issues as 
diverse as reauthorization of the Endangered 
Species Act, community-based strategies in 
forest management, and the “zero-cut cam- 
paign” on national forests, the meeting pro- 
vided the first opportunity for funders to 
discuss a variety of private forest land manage- 
ment issues. After hearing about changes in 
private forest land ownership patterns and 
threats to maintaining private forests, attendees 
learned of several potential solutions to these 
problems, including timber banks; timber 
bonds; certified forest managers; land trusts 
and easements; and landowner cooperatives. 


Four sub-groups of the entire working group 
are continuing to pursue active funder collabo- 
ration. These sub-groups are organized around 
interest in (1) sustainable forestry/certification, 
(2) community-based strategies, (3) wood use 
reduction, and (4) private forests. Additional 
issues which may merit monitoring and collec- 
tive work include: reauthorization of the 
Endangered Species Act; coalition building on 
Land and Water Conservation Fund issues; and 
reform of the US Forest Service. 


BIODIVERSITY PROJECT 


To assess and build capacity for message work 
among environmental groups, in January the 
Biodiversity Project convened a Communica- 
tions, Message Development, and Media Skills 
Training Summit in Washington, DC. The 
meeting helped to evaluate the scope and 
effectiveness of current training, analyze the 
gaps and needs, and identify preliminary strate- 
gies to provide a greater depth and breadth of 
communications skills to the environmental 
community. In addition to communication and 
public opinion experts, the day-long session 
was attended by key funders and NGO leaders 
involved in environmental message training 
work. 


Also in January, the Project hosted a Sprawl 
Message Development Working Group meet- 
ing, in which twenty-five leaders from around 
the US spent the day developing communica- 
tion strategies and sprawl related messages. 
The group began by creating an over-arching 
message on the need to stop sprawl and pro- 
mote smart growth alternatives and then 
developed supplemental messages on two key 
concepts: the value of farmland and open 
space, and the costs of sprawl to taxpayers. 


The Project also convened the first meeting of 
its Sprawl and Habitat Awareness Pilot Project. 
The pilot project was initiated to test the 
applicability of specific messages and outreach 
mechanisms for communicating with the public 
on sprawl and related issues. Over the course 
of the next year, each of five partner organiza- 
tions will develop and implement a specific 
outreach campaign, designed around their local 
needs and opportunities. 


MEMBER NEWS 


Kuswata Kartawinata will be leaving the 
MacArthur Foundation to move back to Indo- 
nesia as the Director of the Bulungan Forest 
Research Program, a project of the Center for 
International Forestry Research. Kus will 
direct a major forest research and management 
program in East Kalimantan, with important 
implications for regional forest conservation 
and management. 


The Packard Foundation has two open pro- 
gram officer positions: (1) in land use; and (2) 
on marine/fisheries policy issues. Also, Karen 
Harris, former executive director of the 
Ploughshares Fund, has joined Packard as an 
associate program officer. 


The C. S. Mott Foundation has hired Mark 
Rentschler as a new program officer for its 
grant portfolio related to multi-lateral develop- 
ment bank (MDB) reform. Mark has been the 
senior environmental staff member at the U.S. 
Treasury Department and formerly worked for 
the US Agency for International Development 
and in the White House. 


UPCOMING EVENTS 


May 10-13. Conservation of Biological Diver- 
sity: A Key to the Restoration of the Chesa- 
peake Bay Ecosystem and Beyond Conference 
(Annapolis, MD). Contact Rob Northrop, 
(410) 836-4551 or rnorthrop @dnr.state.md.us. 


May 10-15. 3™ International Conference on 
Open Ocean Aquaculture (Corpus Christi, TX). 
Contact Robert Stickney, http://www.texas- 
sea-grant-tamu.edu/. 


May 11-13. Characterizing the Effects of 
Endocrine Disruptors on Human Health at 
Environmental Exposure Levels (Raleigh, NC). 
Contact Anna Lee Sabella, (919) 541-4982. 


May 14-15. 25" Annual Conference on Eco- 
systems Restoration and Creation (Tampa, FL). 
Contact Fred Webb, (813) 757-2104 or 

webb @mail.hcc.cc.fl.us. 


May 27-31. 7" International Symposium on 
Society and Resource Management (Columbia, 
MO). Contact Charlie Nilon, (573) 882-3738 
or snrnilon@showme.missouri.edu. 


June 1-3. Consultative Group on Biological 
Diversity Annual Meeting (Wildacres Retreat, 
NC). Contact Anita Daley, (415) 561-6575 or 
cgbd @cgbd.org. 


June 3-6. Who Owns America: How Land and 
Natural Resources Are Owned and Controlled 
(Madison, WI). Contact Land Tenure Center, 
(608) 262-3658 or Itc-nap @ facstaff.wisc.edu. 


June 11-12. National Ocean Conference: 
Oceans of Commerce, Oceans of Life 
(Monterey, CA). Contact Roxanne Nikolaus, 
(202) 482-4853. 


September 28-30. International Conference of 
the Society for Ecological Restoration (Austin, 
TX). Contact SER, (608) 262-9547 or 

ser @vms2.macc.wisc.edu. 


October 28-31. Environmental Grantmakers 
Association Fall Retreat (Houston, TX). 
Contact EGA, (212) 373-4260. 


HOT SPOTS ON THE WEB.... 


As the CGBD 1998 Annual Meeting Program Committee has decided to include watersheds on the 
meeting agenda, the web search topic for this edition of Biodiversity is watersheds. However, this 
is also an irresistible opportunity to inform you of a great environment search engine appropriately 
entitled the “Amazing Environmental Organization Web Directory!” The address is <http:// 
www.webdirectory.com/> and it’s a great shortcut to finding websites of environmental organiza- 
tions and/or governmental agencies by their name or area of focus. 


If you’re interested in locating a watershed organization or project, a great start can be made at the 
River Network “other river/watershed organizations” page, <http://www.rivernetwork.org/ 
othergps.htm>. From here, one can find a variety of projects (several are RN partners) as well as 
a national river and watershed directory which enables the surfer to locate watershed projects from 
a specific river source. 


Looking for data on your watershed? Try the EPA Office of Water, Watershed Protection page 
located at <http://www.epa.gov/OWOW/watershed/> for general information, and <http:// 


Q 


www.epa.gov/surf/> to “surf your watershed”. 


For those who want to get an education on watersheds via the web,the Watershed Management 
Council has a very informative site at <http://watershed.org/wmchome/index.html>. This site 
clarifies watershed terminology; provides internet resources in the geosciences and related fields; 
and has WMC newsletters, convenient pointers for watershed managers, and a watershed calendar. 
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